Road-Bail Transport
to early failure and had to bo absorbed into the Oudh
and Eohilkhund and Carnatic Railway Companies respec-
tively. This policy having failed, the question whether
the state should undertake construction became a topic
of burning1 importance. Sir John Lawrence summed up
the situation thus: " The Government of hid in has for
several years been striving to induce capitalists to under-
take the construction of railways in India at their own
risk, and on their responsibility. But the attempt has
entirely failed, and it has become obvious that 710 capital
can be obtained for such undertakings otherwise than
under a guarantee of interest fully equal to that which the
Government would have to pay iC borrowed directly on its
own account." 22
The defects of the guarantee system soon became
obvious. The Companies were assured of a handsome
return so that the urge for economy was not felt,. Tho
control exercised by the Government was general, and the
only incentive to economy was the probable share in tho
surplus. Lord Canning felt that the guarantee system
would run the Government into unprofitable risks without
commensurate gains. Moreover, the financial straits into
which the Government were put consequent on the out-
break of the Mutiny called for economy. Tho military
needs of the state also became more obvious so Hint the
Government switched on to the policy of State construction
and maintenance. The muddle-headcdness of policy is
seen from the fact that metre gauge lines had to be
converted into broad gauge for purposes of defence,
Needless to say, the expenses incurred were very great.
Even the slight modifications adopted in the guarantee
system did not prove effective so that the state thought it
best to directly undertake the expenditure of additional
capital, and accordingly, no new contracts were entered
22 Vide History of Indian Hallways. Government Iteport.
3L914-1S,
84